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EXHIBIT "A" 

FOR SEWLEMENT PURPOSES ONLY 

This Term Sheet shall set forth the Agreed Terms and Governing Principles that have been 

reached between the STATE OF CALIFOKNIA DEPARTMENT OF RESOURCES ( D m  on 

the one hand, and WESTERN CANAL WATER DISTRICT, BICGS-WEST GRIDLEY 

WATER DISTRICT and RTCHVALE IRRIGATION DISTRICT (the Districts) on the &her 

hand (hereafier collectively the Parties) in connection with the facts set forth below: 

The Parties have engaged in intensive settlement negotiations to resolve a dispute 

between the Parties over the extent and value of rice yield loss (YL) which the Districts attribute 

to cold water delivered by DWR &om Thermalito Afterbay. Those negotiations have resulted k 

agreement on a substantial number of issues and the Parties will continue to negotiate to reach a 

final settlement. Notwithstanding the need to complete negotiations on the agreement and the 

accbmpanying exhibit that will describe the methodology to calculate YL, the Parties desire to set 1 

forth those agreements reached to date on principles which will guide the settlement agreement 

(Agreement) and direct those responsible for its technical implementation. This Term Sheet is not 

intended to be m exhaustive list of all settlement terms and conditions. 

AGREED U P 0 3  PNNCltPLES AND TERMS 

1. The Parties to the Agreement will be WESTERN CANAL WATER DISTRICT, 

BTGGS-WEST GRIDLEY WATER DISTRICT, and RTCHVALE IRRIGATION DISTRICT 

{the Districts), on the one hand, and the STATE OF CALIFORNIA by and through its 

DEPARTMENT OF WATER RESOURCES (DWR), on the other, 
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2. The Agreement will provide a meohanism for DWR to compensate for YL caused 

by cold water delivered $-om DWR's Orovilte Facilities commencing with the 2008 crop year. 

3. The Agreement will resolve DWR's liability for damage to rice production within 

the Districts caused by cold water f?om Project No. 21 00. 

4. The Parties have agreed upon a methodology to calculate the annual compensation 

for YL attributable to cold water d~livoreci to the Districts. 

5, The Parties have agreed that YL will be calcu1ated using a formula applied to 

monitored lie3ds aver an agreed-upon monitoring period. The formula which has been ageerl to 

is a! follows: 

Where: 
Y1 = Average Yield of UAC of monitored field (cM/GPS acres) 
Y2 = Average Yield of CWC of monitored fiefd (cwtlGPS acres) 
B = Average Yield reported by BUCRA in the year of measurements fcwtIFSA acres) 

I e =  Average yield reported by RED Top in the year of measurements (cwVFSA acres) 
! A = iCWC area (GPS acresl'j x [(whole field FSA acres)l(whole field GPS acres)] 

YL = Yield Loss (cwt) 
ND = New dryer if necessary or a replacement of existing dtyer 
n = Number of dryers in the numerator 

6. The Parties have agreed that a monitoring plan and follow-up analysis, currently 

under negotiation, should be conthud, with the objective of the monitoring plan being as 

follows: 

a. To, reliably estimate YL and the economic value thereof so that DWR can 

compensate the Districts over the tern of the A g r e e i d .  

I b. To perform the nmnitoring program and follow-up analysis as efficiently as 

practicable, and to implement the monitoring program during the 2008 growing seasons, if 
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possible. 

c. To develop a relationship between YL and water temperatures at various 

points in DWR's Thermalito ARerbay and throughout Districtsy systems. 

d. To define events that may necessitate additional monitoring and analysis. 

e. To describe the technical and economic details of the monitoring program 

in Exhibit A of the Agreement to be executed later. 

7. The Parties have agreed that when YL is d e t e ~ n d ,  it will be convert4 to dollars 

within each of the Districts using a negotiated market valuation far rice (methodology to be 

defined in Exhibit A of the Agreement), and the calculated dollars w U  be paid by DWR to the 

Districts. 

8, crhe Agreement will provide that, notwithstanding the requirement to undertake 

the monitoring plan and analysis described in paragraph 6,  hiciudiing periodic updates thereoE the 

obligation to compensate for YL, effective with the 2008 crop year, sha91 continire in effect. 

9. The Agreement will provide that if YL due to non-cold water factors Ss identified 

with a level of confidence wmcnsurate with the other technical studies outlined in the 

Agreement, such losses will be taken into consideration in calculating the cold water related YL 

calculations md subtracted uskg methodologies comparable to those established to calculate cold 

water YL. 

10. The Parties have agreed 8a t  annual payment of damages will utiiize an averaging 

process over il five-yew tenn (or less if fewer than five years are data are available) in order to 

moderate mwal  Ductuations in rice YL co~npensation costs. 

11. The Parties have agreed that compensation to the Districts desmied above shall 
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be in full settlement of any claims the Districts may have fur damages attributable to cold water 

delivered to them kern the Thennalito Afterbay, including any such claims that may have been 

reserved as part of the Districts' respective diversion agreements with DWR. 

12. The Partits have agreed that selecting appropriate monito~ing fields in all ranges of 

cold water exposure and geo&~aphic distribution w i t h  the Districts is important for the 

monitoring program and for determining the compensation under this Agreement. I The Districts 

shall secure an adequate number of monitoring field growexs cooperators appropriately distributed 

(to bc defined in the Agreement) within each District to participate in the monitoring program 

13. The f arties have agreed that they will share, fifty percent (50%) ilWR and gay 

percent (50%) Districts, in the cost of: (1) the monitoring program which will be implemented as 

described in Paragraph 6, above and (2) the ongoing monitoring as required to be implemented 

throughout the tern of the Agreement term. Also, the Parties have agreed to pay their own 

consultants, their staff attending meetings and negotiations, and their own admitrative costs. 

14. The Parties have agreed that as a result of this Agreement, and payment by DWR 

to the Districts, the Districts shall be solely responsible fbr the payment to rice growers and/or 

land owners for damages h~cuned as a result of cold water delivered to the Districts .iEoan DWR, 

and that they shall defend and hdernnifL D W  %om any claims or demands arising h r n  such 

delivery of' cold water and/or tke payment of funds to the rice growers and/or land owners. 

15. The Parties have agreed that, upon execution o f  the definitive Agreement, the 

Districts will withdraw their protest in the FERC docket for the relicensing of the Oroville 

Facilities by DWR and shall file a statement of support fbr the new Zicmse and the Agreement at 

FERC and SWRCB. 
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16. Assuming negotiations on the remaining issues of EXhibit A are promptly 

completed, the Parties intend to comtnit this Agreement and accompanying exhibits to writing, 

w i t h  60 days ikom the last signature date shown below, in a fom containing provisions and 

settlement language cornsistent with this Term Sheet. The date for a written Agreement may be 

extended by mutual consent oftile Parties, and the Parties will use their best efforts to shorten 

said period to the maimurn feasible extent. The Term Sheet shdl expire and becomc null and 

void and of no legal effect after the 60 day period stated above, unless mutually agreed to by the 

Parties, or when the Agreement is executed, whichever occurs first 

17. The parties have agreed to develop a dispute resolution process. 

This Tern Sheet is executed this d a y  of ,2007, at Orovifle, California 

I DATED: 45' ,2007. 
I f ' 

DATED: 

STATE OF CALWOWEPla 
DEPABTNNT OK WATER RESOURCES 

BPt[;ES-WEST GPBHDLEY WATER DISTWCT 

f Z&& ,222~ 8 ,- - d,& A/-' LA.' 
Secretary 

IUCHVAEIE IRIUGATIOPl DISTRICT 
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Secretary 

DATED: :;/.a/.";."; ,2007. WESTERN CANAL WATER DISTRICT 
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